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This PowerPoint handout is used for training
purposes in conjunction with the oral presentation
given by Departmental training staff.

It is not intended to be a stand-alone document.

It is not an information quide, nor does it carry
regulatory or statutory authority.

Nebraska tax statutes, regulations,
information guides, and other resources are
available at revenue.nebraska.gov.
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[i(]Subscription Service

Powered by govnsuvsm:ﬁ

« Receive notification of changes to our website using the
free web-based email subscription system.

« Set up a profile — enter your email address, optional
password, and select the topics of interest.

* You can change your profile at any time by adding or
deleting topics, changing the frequency of email alerts, or
changing your email address.

* No special software — all you need is a valid email
address and an Internet browser!

Try 1t out!
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Agenda

e OQverview of Sales Tax

o Contractor Information

« Commercial & Residential Wells

» Contracts with Exempt Entities

« Contracts for Agricultural Wells

e Contracts for Wells Used in the
Manufacturing Process

« Recognize What is Taxable & Document
What is Exempt
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Overview of
Sales Tax
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Overview of Sales Tax (continued)

Sales tax is...
... a transactional tax,

... based on the transaction,
... rather than the item sold.

Where the item or service iIs delivered determines
the local sales tax rate and to whom the tax is due.

A sale is...
... the transfer of title or possession,
... of an item or taxable service,

... for consideration. e



Overview of Sales Tax (continued)

A lease or rental of tangible
personal property...

...can be a sale,
...If there is transfer of possession.

Sales tax Is due on each
lease or rental payment.

Well Drillers
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Overview of Sales Tax (continued)

The Bottom Line for Sales Tax

Sellers must collect sales tax
or
document why they did not.

Well Drillers
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Overview of Sales Tax (continued)

Taxable Services

Animal specialty services

Building cleaning

Computer software training

Detective services

Installing/applying tangible personal property
Motor vehicle towing, washing/waxing, painting
Pest control services

Recreational vehicle (RV) park services
Security services

Repair labor

For a more complete list of taxable and nontaxable services, see the
Nebraska and Local Sales Tax Information Guide on our website.

Well Drillers
2014 - 10


http://www.revenue.ne.gov/info/6-352.pdf
http://www.revenue.ne.gov/info/6-413-2003.pdf
http://www.revenue.ne.gov/info/6-401.pdf
http://www.revenue.ne.gov/info/6-401.pdf
http://www.revenue.ne.gov/info/6-399-2002.pdf
http://www.revenue.ne.gov/info/6-414-2003.pdf
http://www.revenue.ne.gov/info/6-402r2007.pdf
http://www.revenue.ne.gov/info/6-394-2002.pdf
http://www.revenue.ne.gov/info/6-394-2002.pdf
http://www.revenue.ne.gov/info/6-400-2002.pdf
http://www.revenue.ne.gov/info/6-400-2002.pdf
http://www.revenue.ne.gov/info/6-395r2002.pdf
http://www.revenue.ne.gov/info/6-397-2003.pdf
http://www.revenue.ne.gov/info/6-415-2003.pdf
http://www.revenue.ne.gov/info/6-396-2002.pdf
http://www.revenue.ne.gov/info/6-418-2003.pdf

Overview of Sales Tax (continued)

All service providers...

...are the consumers of the taxable items and
services used to provide the service; and
...must pay tax on those items or services

(even If the charge for the service Is also taxable).

Example 1: The carwash does not sell soap and
wax, but a “car wash.”

Example 2: Awindow cleaner is not selling window
cleaning solution, but “clean windows.”



Overview of Sales Tax (continued)

Well drillers are consumers...

...who must pay sales tax on
supply items.

Examples of supply items

* Antifreeze . Grease_ |
e Drilling Fluids * Hydraulic Oll
» Drilling Mud * Motor Oll

« EZ Mud * Quick Gel

Well Drillers



Overview of Sales Tax (continued)

Well drillers are consumers...

...who must pay sales tax on
tools and equipment.

Examples of tools and equipment

* Drilling Equipment

* Drilling Rigs

* Vehicles

* Wrenches and Gauges

Well Drillers
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Overview of Sales Tax (continued)

Well drillers are consumers...

...even when they are
contractors!

Building materials do not include tools,
equipment, or services that do not become
annexed to real estate.

Contractors must pay sales or
use tax on purchases of these items!



ack to agenda

Contractor
Information
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Contractor Database

* Every construction contractor making
payment to a subcontractor must

Wit
e Un

nhold 5%;
ess the subcontractor Is registered

N t

ne Department of Labor’s

Contractor Reqistration Database.

Well Drillers
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Contractor Database (continued)

A single definition of “contractor” is
used for purposes of the Contractor
Registration Act and construction

contractor withholding. (This definition
IS slightly different than the sales and use
tax definition of a contractor.)

» A centralized registration system Is
used for construction contractors.

* The Department of Labor administers
the Contractor Database.



http://www.dol.nebraska.gov/nwd/center.cfm?PRICAT=2&SUBCAT=5G

Contractor Terms

» Construction Contractor
» Contractor Labor

* Building Materials

* Fixtures

» Contractor Options

For more information on Contractors, see Reqg-1-017.

Well Drillers
2014 - 18
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Terms (continued)

Construction Contractor

* Ma
pro
pro

(Contractor)

KeS repairs or improvements to real
perty or items annexed to real

nerty.

* Arranges for the annexation.

Examples of construction projects
o Residential wells

o Agricultural wells

o Commercial wells

Well Drillers
2014 - 19



Terms (continued)

Contractor Labor

* Annexing building materials to
real estate.

» Repair of a structure.

» Repair of building materials that are or
will be annexed to real estate.

Charges for contractor labor are
sales tax exempt.

Example - Annexing well pump



Terms (continued)

Building Materials

* Property (including fixtures) that will be
annexed to real estate or to an
Improvement on real estate.

Examples
o Casing o Gravel
o Concrete o Sand

o Electrical panel

Do Not Include -
o Equipment o Other items

o Supplies not annexed
o Tools



Terms (continued)

Fixtures

* Equipment that iIs annexed to a building
or structure so that it can properly
function.

 Fixtures remain identifiable as a
separate item.

Examples

o Air valves o Oil assemblies

o Column tube shafts o Pressure gauges

o Couplers o Pumps

o Faucet fittings o Swing check valves

o Heads



Terms (continued)

Three Types of Transactions

* Retall sales (TPP & taxable services)
o Taxable at rate in effect where delivery occurs

» Contractor labor (Not taxable)
* Nontaxable services

Well Drillers
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Contractor Options

« Contractor Options apply only to Construction
Contractor Projects (CCP).

* Option chosen determines:
o How sales and use tax is paid on building
materials and fixtures; or
o If sales tax is collected from the customer on
building materials and fixtures.

* |f an Option is not chosen, the default is Option 1.
Audits will be conducted based on option chosen.



Options (continued)

Option 1 Contractor

* Transactions with the supplier
o Purchases building materials and fixtures
for resale.
o Must give Nebraska supplier a properly
completed Form 13, Section C, Block 1.

* Transactions with the customer
o Does not collect sales tax on separately stated
labor charges.
o Must collect sales tax on separately stated
charges for building materials and fixtures.
o If charges for building materials and labor are not
separately stated, the entire amount is taxable.



http://www.revenue.nebraska.gov/tax/current/fill-in/f_13.pdf

-, Nebraska Resale or Exempt Sale Certificate FORM

HEVENUE for Sales Tax Exemption 13
O r l I l * Read instructions on reverse side/ses note below
) | MAME AND MAILING ADDRESS OF PURCHASER

MAME AND MAILING ADDRESS OF SELLER
Hame TMame
-
S e ' t I O n < Sireat of Oher Mallrg Address Shrast of ONer Malling Address
)

Ity State Zip Cioda City State dp Coda

Block 1 S
O Smgle Purchase [[Blanke: If blanket is checked, this certificate is valid until revoked in writing by the purchaser.

I hereby certify that the purchase, lease, or rental by the above purchaszer is exempt from the Nebraska zales tax for the following reason:

Check One DPu::haase for Peszle (Complete Secton A) |:| Exempt Purchase (Complete Section B) |:| Contractor {Complete Secton C)

SECTION A —MNebraska Resale Certificate

Dreacription of Mem or Serdce Puchazed
I heraby certify thar the purchase. lease, or rental of

from the sbove seller is exempt from the Mebraska sales tax as 3 purchasa for reszle, rental, or lease in the nonmal course of our business, either in the
form or condition m which purchased, or as an mgredient or component part of other property to be resold.

I further certify that we are engaged in business a5 a: D‘i‘.-"h.ol.esa.l.er |:| Fetailer D Mannfacturer D Leszor
of Dascription of Product Sol, Lesssd, o Rentad

If Mone, State Raasan
znd hold Mebraska Sales Tax Permit Number  01-

of Foreign State Sales Tax Mumber State
SECTION B— Nebraska Exempt Sale Certificate
The basis for this exemption Is exemprion catezory {Inserr appropriate category as described on reverse of this form.)
If exempion category 2 or 5 is claimad, enter the following information:
Diescption of temds) Purchasesd Inkeredesd Lige of Ihemis) Purchased

If exemption catagories 3 or 4 are clasimed enter the Mebrasks Exemption Certificats munber.  05-

If exemption category § is claimed, s=ller must enter the following information and sign this form below:

Desscription of Ibamss) Sakd Cuta of Sallars Orignal Purchass ‘Wz Tax Pald when Purchassd by Saller?  Was Ibem Depreciabls?
vEs [ NO Clves [ MO
fl SECTION C —For Contractors Only

1. Purchases of Building Materials or Fixtures:

|:| As an Opton | or Option 3 contractor, [ hereby cerify that purchases of building materizls and fixtures from the sbove seller are exempt from
Mebraska sales tax. My Nebraska Sales or Consumer’s Use Tax Permit Muamber 1s: 01-

2. Purchases Made Under Purchasing Agent Appeintment on behalf of

=R Sy
E Pursuant to an attached Purchasing Agent Appointment and Delegation of Authority for Sales and Use Tax, Form 17, T hereby cernfy that purchases

of tmilding materizls, and Sxtures are exempt from Mebrazka sales tax

PUNChassr, of Ml Agent, of OMer Persan Who cOMPEES Nis cartiicate for any pUrchass which I oher than for resale, Bass, or fanel n the
regular course of e purchaser's business, or |2 not otheraiss esmpid from the sales ard uss tax urder Neb. Rev. Stal. §577-2701 through 77-27,128,
shall In addition 1o any tax, Nterest, of penalty cihersiss mposed, e subject to a panally of $100 o 1sn imes the ax, whichever amount s langer, or
sach nstance of preesntation and misuss, With regard to & blanket csrticats, this penally shall apply o sach purchass made during the parkod the blanket
cartificake Is In affect Under penalties of low, | declare that | am authartzed to sign this cartiffcats, and to the bestof my knowledge and b=lief, its comect
and complsta.

Well Drillers :
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Options (continued)

Option 2 Contractor

* Transactions with the supplier
o Pays sales or use tax on purchases of
building materials and fixtures.

» Transactions with the customer
o Does not collect sales tax on any portion
of the invoice. Cannot accept a Form 13.

Well Drillers
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Options (continued)

Option 3 Contractor

* Transactions with the supplier
o Purchases building materials and fixtures
tax-free.
o Must give Nebraska supplier a properly
completed Form 13, Section C, Block 1.

* Transactions with the customer
o Must remit use tax at the rate in effect at
the time and place of withdrawal of building
materials and fixtures from inventory.
o Does not collect sales tax on any portion of
the invoice. Cannot accept a Form 13.



http://www.revenue.nebraska.gov/tax/current/fill-in/f_13.pdf

-, Nebraska Resale or Exempt Sale Certificate F:F"-'

HEVE NUE for Sales Tax Exemption 3
O r l I l * Read instructions on reverse side/ses note below
) | MAME AMD MAILING ADDRESS OF PURCHASER MAME AND MAILING ADDRESS OF SELLER

RE) Mams
-
Section C S G s S oo i
)
City State Zip Code City State Ap Coda
B | O C k 1 Check Type of Certiilcate
O Single Purchase [ Blanke: Ifhblanketis checked, this certificate is valid unfil revoked in writing by the purchaser.

I hereby certify that the purchase, lease, or rental by the above purchaser is exempt from the Nebraska sales tax for the following reazon:
Check One |:|Pu::haase for Rleszle (Complete Section A) |:| Exempt Purchase (Complete Section B) D Contractor (Complets Section C)

SECTIOM A — Nebraska Resale Certificate

Dreecription of fem or Serice Purchazed
I haraby cartfy that the purchase. leass, or rental of
from the sbove seller is exemipt fom the Mebraska sales tax as a purchase for resale. rental, or lease in the normal course of our business, either in the
form or condition m which purchased, or as an mgredient or component part of other proparty to be rasold.
I further certify that we are enzaged in business 25 a: D‘i’.-']mLesaLer |:| Fetailer D Mannfacturer D Lessor
of Dwscription of Product Sol, Lesssd, of Rentad

If Mone, State Raason
znd hold Mebraska Sales Tax Permit Number  01-

or Foreign State Sales Tax Mumber State
SECTION B— Nebraska Exempt Sale Certificate
The basis for this exsmption 15 exemption category (Inser: appropriate category as described on reverse of this form )

If exemapion category 2 or 5 is claimead, enter the following informaton:
Dresiption of Ihems) Purchased Inerded Use of Itemys) Purchased

If exemption categories 3 or 4 are claimed enter the Mebrasks Exemption Certificats munber.  05-

If exemprion category § is claimed, s=ller must enter the following information and sign this form below:

Desscription of Ibamis) Sald Craba of Saller's Orioinal Purchess Wias Tax Pald when Purchassd by Sallker?  Was llem Dapredabls?
[1vEs [ NO vEs [ NO
fl SECTION C —For Contractors Only

1. Purchases of Building Materials or Fixtures:

|:| As an Opton | or Opten 3 contracter, I hereby certfy that purchaszes of building materizls and fixtures from the above seller are exempt from
Nebraszka sales tax. My MNebraska Sales or Consumer’s Use Tax Permit Number 1s: -

2. Purchases Made Under Purchasing Agent Appeintment on behalf of :
T =iy
Pursuzant to an attached Purchasing Agent Appointment and Delegaton of Awthority for Sales and Use Tax, Form 17, T hereby cemify that purchases
g of uilding materizls, and fxtures are exempt from Mebrazka salas tax

PURGhaser, of el Sgent, of oier parson whi cOmpEEs Tis certiicats for ary puchase which i oiner Man far resals, kasa, o ransl in the
resjular cowrse of he purchaser's bieiness, of |2 not otheraizs esmpled rom the sales ard usa tas urder Meb. Rev. Stat. §577-2701 through 77-27,135,
shall In addiion to any tax, Nbersst, of penalty oherlss Mposed, be subject o a panally of $100 o ten imes the ax, whichever amaunt s langer, or
sach Nstance of preesntation and misuss. With rsgard 1o a blanket crtifcats, this penalty shall apply o each purchass made during the pariod the bankst
cartificak |s In affect. Under penalties of s, | declare that | am autharized to sign this cartificata, and te the bestof my knowledge and bslisl, s corect
and complate.

Well Drillers
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Erosion Control Issues

Retall Sales
* Rock and gravel

o Considered a retalil sale when it Is just
dumped at a location. Collect tax from the

customer.

* Silt fencing and erosion control checks

and the labor to instal

part of a construction
o Sales tax should be co

them when not
oroject

lected from the

customer on materials and installation labor.

Silt fencing and erosion control checks remain
tangible personal property after installation.



Erosion Control Issues(continued)

Contractor Labor

* The labor to install silt fencing and
erosion control checks in addition to
contractor labor
o The labor is contractor labor. The contractor

IS the consumer of the materials for these
items and must pay sales tax on them.



Erosion Control Issues(continued)

Contractor Labor

» Spreading rock and gravel

» Spreading hay or straw over seed
* Drilling seed and hydro-seeding

» Installing erosion control netting

* The labor to apply erosion control
blankets, mulch, and seed

Tax the building materials for these items according to
contractor option.



Erosion Control Issues(continued)

Nontaxable services

* Demolition and earth moving

o When performed on a stand alone basis,
this service Iis hontaxable.



Building Materials &
Fixtures for a Job Site
Outside Nebraska

Well Drillers
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Out of State Jobs (continued)

Option 1

No Nebraska sales or use tax liability

* When withdrawing building materials
and fixtures from tax-free inventory.

* When building materials and fixtures
are annexed to real estate In the
other state.



Out of State Jobs (continued)

Option 2

No Nebraska sales tax credit or refund

* When withdrawing building materials
and fixtures from tax-paid inventory.

 Credit for sales tax paid may be
available from the other state.

* They may have the supplier deliver
materials to the job site out-of-state
and pay no Nebraska sales or use tax.



Out of State Jobs (continued)

Option 3
Remits use tax to Nebraska

* When withdrawing building materials
and fixtures from tax-free inventory.

o At the rate In effect at the time and
place inventory Is withdrawn.

* They may have the supplier deliver
materials to the job site out-of- state
and pay no Nebraska use tax.



Construction Contracts
for Commercial &
Residential Wells

Well Drillers
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Commercial & Residential Wells (continued)

Option 1 Well Drillers

* Do not collect sales tax on separately-
stated charges for construction labor.

» Must collect sales tax on separately-
stated charges for building materials
and fixtures.

Option 2 or 3 Well Drillers

* Do not collect sales tax on any portion
of the invoice. Cannot accept a
Form 13.




Construction Contracts
with Exempt Entities

Well Drillers
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Contracts with Exempt Entities (continued)

How do | know If the project owner is
an exempt entity?

 Governmental Entity information quide
(Reg-1-093)

« Nonprofit information guide (Reg-1-090)

* Nonprofit Healthcare Facilities (Reg-1-090)

« Contact the Department

Reminder: Not all nonprofits or governmental
units are exempt from sales tax!

Well Drillers
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http://www.revenue.nebraska.gov/info/6-357.pdf
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Contracts with Exempt Entities (continued)

Governmental units that
sell electricity, gas, heat, or water

The following governmental units can sell these
items and still claim a sales tax exemption:

* Nebraska irrigation districts;
« Nebraska reclamation districts; and
* Any Nebraska public power irrigation district.

Any other departments or portions of governmental units
that sell electricity, gas, heat or water
are not sales tax exempt.

Well Drillers
2014 - 42



Contracts with Exempt Entities (continued)

Governmental units that
sell electricity, gas, heat, or water

« A well driller can invoice the departments of
governmental units that are not sales tax
exempt the same way it would invoice for a
commercial well.

 For all other exempt governmental units and
exempt entities (for example, airport
authorities), the well driller should obtain a
Form 17 prior to the start of the project.

Well Drillers
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http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf

Contracts with Exempt Entities (continued)

Form 17/

Purchasing Agent Appointment and
Delegation of Authority for Sales
and Use Tax

» Supports why tax was not paid or collected
on building materials and fixtures for
construction projects with exempt entities.

Well Drillers
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http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf

Contracts with Exempt Entities (continued)

Prime Contractors

* Recelve Form 17 from project owner
PRIOR TO the start of the project.

« Complete the lower portion.

* Provide copies to any subcontractors on
the project so they can buy building
materials and fixtures sales tax exempt.


http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf

Form 17

Well Drillers
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hebraska Department of

REVENUE

Purchasing Agent Appointment

and Delegation of Authority for Sales and Use Tax

FORM

17

PURCHASING AGENT APPOINTMENT

Mame and Address of Prime Contractor

Mame and Address of Governmental Unit or Exempt Organization

Mame

Name

Streat or Other Mailing Address

Streat or Other Mailing Address

City State Zip Code City State Zip Cede
Name and Location of Project Appointment Information

Mame Effective Date (see Instructions)

Streat or Other Mailing Address Expiration Date

City State Zip Code Nebraska Exemption Number (Exempt Organizations Only)

Identify Projoct

The undersigned governmental unit or exempt organization appoints the above-named contractor and the contractor's delegated subcontractors as
its agent to purchase and pay for building materials that will be annexed to real estate by them into the tax exempt construction project stated abowe.

sign

h ere } Authorized Signature of Governmental Unit or Exempt Organization

Title Diate

DELEGATION OF PRIME CONTRACTOR’S AUTHORITY

MName and Address of Subcontractor

Delegation Information

Mame

Effective Date

Streat or Other Mailing Address

Expiration Date

City State

Zip Codle

Partion of Project

The undarsignad prime contractor hereby delegates authority to act as the purchasing agent of the named governmeantal unit or exempt organization

to the above-named subcontractor.

sign

h e ¥ signature of Prime Contractor or Authorized Representative

Titla Date



http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf

Contracts with Exempt Entities (continued)

Option 1 Prime Contractors

Recelve Form 17 and Form 13 from project owner
prior to the start of the project.

Complete the Delegation of Prime Contractor’s
Authority portion of the Form 17.

Complete a Form 13 and provide it with a copy of
the Form 17 to Option 1 subcontractors.

Provide copies of the Form 17 to any Option 2 or 3
subcontractors on the project so they can buy
building materials and fixtures sales tax exempt.



http://www.revenue.nebraska.gov/tax/current/fill-in/f_17.pdf
http://www.revenue.nebraska.gov/tax/current/fill-in/f_13.pdf

Contracts with Exempt Entities (continued)

Option 2 and 3 Prime Contractors

 Complete a Form 13 and provide it with
a copy of the Form 17 to Option 1
subcontractors.

* Provide copies of the Form 17 to any
Option 2 or 3 subcontractors on the
project so they can buy building
materials and fixtures sales tax exempt.

Well Drillers
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http://www.revenue.nebraska.gov/tax/current/fill-in/f_13.pdf
http://www.revenue.nebraska.gov/tax/current/fill-in/f_17.pdf

Contracts with Exempt Entities (continued)

* Only building materials and fixtures
that become annexed to real estate
may be purchased sales tax exempt.

» Contractors must pay sales or use tax
on all purchases or rentals of
equipment, tools, and taxable services
used to complete the project.



Contracts with Exempt Entities (continued)

Routine, On-call Repair
for Exempt Entities

» Contractors who are on-call for exempt
entities may obtain a Form 17 for
routine, on-call repair.

o There must be a written agreement.

o Form 17 is good for up to one year.

o Option 1 contractors must also obtain a
Form 13.

Well Drillers
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Construction Contracts
for Agricultural Wells

Well Drillers
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Agricultural Wells (continued)

Option 1 Well Driller

Does not collect sales tax on separately-stated
charges for construction labor.

If a Form 13, Section B, Category 2 is received

fromt
statec

ne farmer/producer, then the separately-
charges for the well fixtures are sales tax

exempt.

The c

narges for building materials that are not

fixtures (for example, casings) are taxable.


http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf

-, Nebraska Resale or Exempt Sale Certificate FORM
F O r m 1 3 HEVENUE * Read inaﬁ;:tsi:nl::lmfrfrfm!ﬂ:g:lnmn below 1 3
] | MAME AMD MAILING ADDRESS OF PURCHASER

MAME AND MAILING ADDRESS OF SELLER |
Hame TMame
-
S e ‘ tl O n B Sirsal of Other Maling Address Strast of Other Malling Address
Ity State Zip Cioda City State dp Coda
Check Type of Certilizate
O Smgle Purchase [[Blanke: If blanket is checked, this certificate is valid until revoked in writing by the purchaser.

I hereby certify that the purchase, lease, or rental by the above purchaszer is exempt from the Nebraska zales tax for the following reason:

Check One DPu::haase for Peszle (Complete Secton A) |:| Exempt Purchase (Complete Section B) |:| Contractor {Complete Secton C)

SECTION A —MNebraska Resale Certificate

Dreacription of Mem or Serdce Puchazed

I heraby certify thar the purchase. lease, or rental of
from the sbove seller is exempt from the Mebraska sales tax as 3 purchasa for reszle, rental, or lease in the nonmal course of our business, either in the
form or condition m which purchased, or as an mgredient or component part of other property to be resold.

I further certify that we are engaged in business a5 a: D‘i‘.-"h.ol.esa.l.er |:| Fetailer D Mannfacturer D Leszor
of Dascription of Product Sol, Lesssd, o Rentad

If Mone, State Raasan
znd hold Mebraska Sales Tax Permit Number  01-

of Foreign State Sales Tax Mumber State
ﬂ SECTION B— Nebraska Exempt Sale Certificate \

The basis for this exemption Is exemprion catezory {Inserr appropriate category as described on reverse of this form.)
If exempion category 2 or 5 is claimad, enter the following information:
Diescption of temds) Purchasesd Inkeredesd Lige of Ihemis) Purchased

If exemption catagories 3 or 4 are clasimed enter the Mebrasks Exemption Certificats munber.  05-

If exemption category § is claimed, s=ller must enter the following information and sign this form below:
Desscription of Ibamss) Sakd Cuta of Sallars Orignal Purchass ‘Wz Tax Pald when Purchassd by Saller?  Was Ibem Depreciabls?

Oves O no Oves O nNo

—For Contractors OUn

1. Purchases of Building Materials or Fixtures:

|:| As an Opton | or Option 3 contractor, [ hereby cerify that purchases of building materizls and fixtures from the sbove seller are exempt from
Mebraska sales tax. My Nebraska Sales or Consumer’s Use Tax Permit Muamber 1s: 01-

2. Purchases Made Under Purchasing Agent Appeintment on behalf of

=R Sy
|:| Pursuant to an attached Purchasing Agent Appointment and Delegation of Authority for Sales and Use Tax, Form 17, T hereby cernfy that purchases
of tmilding materizls, and Sxtures are exempt from Mebrazka sales tax

PUNChassr, of Ml Agent, of OMer Persan Who cOMPEES Nis cartiicate for any pUrchass which I oher than for resale, Bass, or fanel n the
regular course of e purchaser's business, or |2 not otheraiss esmpid from the sales ard uss tax urder Neb. Rev. Stal. §577-2701 through 77-27,128,
shall In addition 1o any tax, Nterest, of penalty cihersiss mposed, e subject to a panally of $100 o 1sn imes the ax, whichever amount s langer, or
sach nstance of preesntation and misuss, With regard to & blanket csrticats, this penally shall apply o sach purchass made during the parkod the blanket
cartificake Is In affect Under penalties of low, | declare that | am authartzed to sign this cartiffcats, and to the bestof my knowledge and b=lief, its comect
and complsta.
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Agricultural Wells (continued)

Option 2 Well Driller

* When drilling an agricultural well, the
contractor may not purchase any building
materials or fixtures sales tax exempt.

Option 3 Well Driller

* When drilling an agricultural well, the
contractor still owes use tax on the cost of
all building materials and fixtures.

Option 2 and 3 well drillers do not collect
sales tax on any portion of the invoice.
They cannot accept a Form 13.

Well Drillers
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Agricultural Wells (continued)

 Effective October 1, 2014, all
repair and replacement parts are

exempt Iif both criteria are met

o The property repaired is agricultural
machinery and equipment

o The equipment is used In
commercial agriculture

* Farmers or ranchers must issue a
Form 13, Section B, Category 2 to
exempt these sales.

* Repair labor is sales tax exempt

LB 96


http://www.revenue.nebraska.gov/info/2014_leg_chgs.html

Form /AG-1

Mebraska Sales and Use Tax Refund Clalm

= Read instructions on reverss side

far Agricultural Machinery and Equipment Purchases or Leases
| RESET | ;

= Type or print clearhy

FORM

7AG-1

Fesderal Empicysd LD of Social Sscunity Mumbsr

PLEASE DO NOT WRITE INTHIS SPA&CE

MAME AMD MAILING ADDRESS OF PURCHASER/ALESSEE

Mams

Siresst of e Malirng Adoress

CoUnty whers propsr by will b locsbed for propssrty aesathon (o copy of this calm sl b
forwardad o the appropriabe county asseesor and all property I=ied hesin sl be subjact
o pearsarEl property bEeaton)

Clby

Shals Ap Cods M leazed, will il propstty Do lBased of 1Sned 100 lees Han ofe yeart
1 ves [ mo
QUALIFYING AGRICULTURAL MACHIMERY AND EQUIPMENT
Descripticn of Property Purgr?éa-ﬂe-d.l' Met Purchass’ Lecal Jurisdiction | Local Sales and Use Mebraska Salss
{Liat Each Frem Separately) Leased Lesise Price Imposing Tax Tax Paid and Usea Tax Paid
Mo, Deay ¥r. |§ £ b
1
2
2
4
5
E S
& Total local sales and use tax paid. . . .. . . o i i i e i et e e | B
k2
T Total Mebraska sales and uss tax paid. T
8 Total refund claimed for Mebraska and I-:u:al $-13.|E$ and use tax pald -t-::m] -::f |II‘|ES E an-:l ?:l N-:n re:fu n-:| Wlll F
be madsa if the total amount claimed is less than $2.00 | a8

I d=clare, urder penalties of law, thal | have scaminsd = claim, ard t e best ol Ty kn-:nlde-:lga =nd bSlet, [E1s conect and -:::u'npdeb
| ko decdars that peynent of this clalm Fas rot besn prasdcusly made by the staks, nor have | clalmed of recaived a refurd Tom the rstallsr

Slgn
here b Signature of Purchasar, Less=s, of Agent

1

Printed Mams

Telephons Mumber

Ceaba

For more detailed information, refer to the Form 7AG-1 instructions.
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Construction
Contracts
for Wells Used In the
Manufacturing
Process
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Manufacturing Wells (continued)

What is "Manufacturing?”

Manufacturing is...

performing any action or series of actions on
tangible personal property — by hand or
machine — resulting in the property being
reduced or transformed into a different:

* Form; ¢ State;
* Property; * Thing.
» Quality;



Manufacturing Wells (continued)

Manufacturing does not include:

« Document shredding * Production or transmission

* Mining of information or data

* Bottling  Preparation of food for

e Sorting Immediate consumption

 Retall operations * Purification or

» Generation or transportation of water
transmission « Commercial agricultural
of electricity operations or support of

those operations



Manufacturing Wells (continued)

Manufacturing Machinery &
Equipment (MME)

MME Is machinery and equipment:

« Used In manufacturing;
and

* Purchased by a person or entity
engaged In the business of
manufacturing.

MME can be purchased sales tax exempt.

Well Drillers
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Manufacturing Wells (continued)

Manufacturing Machinery and
Equipment (MME) is Exempt:

* |If more of the manufacturer’s total
annual revenue is from sales of
tangible personal property it
manufactures than from any other
business activity, and

* The machinery and equipment Is
used more than 50% of the time
IN manufacturing.

For more information, see Reg-1-107 — MME Exemption. Well Drillers
2014 - 61
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Manufacturing Wells (continued)

 When work on MME involves charges for
contractor labor:

o Contractor labor Is sales tax exempt; and

o Contractor option chosen determines
taxabllity of purchases of MME, or
any repair parts.



Manufacturing Wells (continued)

Option 1

Obtains Form 13, Section B, Category 5 from the
manufacturer.

May purchase building materials & fixtures sales
tax exempt.

Does not collect sales tax on MME (for example,
well fixtures) provided a completed Form 13 is
received from the manufacturer.

Will collect tax on building materials (for example,
casings) that are not fixtures.


http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf

Form 13,
Section B

Well Drillers
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Nebraska Resale or Exempt Sale Certificate FORM

Henracka Depariment af

UE for Sales Tax Exemption 13

* Read instructions on reverse side/ses note below
| MAME AMD MAILING ADDRESS OF PURCHASER MAME AND MAILING ADDRESS OF SELLER |
RE) Mams
Street of Omer Mallng Address Sirast of Cher Malling Address
City State Zip Code City State Ap Coda
Check Type of Certiicate

Il Single Purchase [ Blanke: Ifhblanketis checked, this certificate is valid unfil revoked in writing by the purchaser.

I hereby certify that the purchase, lease, or rental by the above purchaser is exempt from the Nebraska sales tax for the following reazon:
Check COne |:|Pu::haase for Reszle (Complete Section A) |:| Exempt Purchase (Complete Section B) D Contractor (Complete Section C)

SECTION A — Nebraska Resale Certificate

Dreacription of ftem or Serice Purchazed

I hereby cartfy that the purchase. leass, or rental of
from the sbove seller is exemipt fom the Mebraska sales tax as a purchase for resale. rental, or lease in the normal course of our business, either in the
form or condition m which purchased, or as an mgredient or component part of other proparty to be rasold.

I further certify that we are engaged in business as a: DW]].@Lesaler |:| Fetailer D Mannfacturer D Lessor
of C=scripton of Preduct Sol, Leassd, or Rentad

If Mone, State Raason
znd hold Mebrasks Sales Tax Permit Number  01-

of Foreign State Sales Tax Mumber State
f SECTION B— Nebraska Exempt Sale Certificate h

The basis for this exsmption s exemption category (Inser: appropriate category as described on reverse of this form )

If exempion category 2 or 5 is claimead enter the following informaton:
Dresiption of hems) Purchased Inerded Use of Itemys) Purchased

If exemption categories 3 or 4 are claimed enter the Mebrasks Exemption Certificats munber.  05-

If exemprion category § is claimed, s=ller must enter the following information and sign this form below:
Dessription of Ibamis) Sald Cuta of Sallars Orlginal Purchass ‘Was Tax Pald when Purchassd by Saller?  Was Ilem Depreciable?

Oves O wo Oves OO N

—For Contractors Un

1. Purchases of Building Materials or Fixtures:

|:| As an Opton 1 or Opten 3 contracter, I hereby cerify that purchaszes of building materizls and fixtures from the above seller are exempt from
Nebraska sales tax. My MNebraska Sales or Consumer’s Use Tax Permit Number 1s: 01-

2. Purchases Made Under Purchasing Agent Appeintment on behalf of :
T =iy
|:| Pursuzant o an attached Purchasing Agent Appointment and Delegzton of Aunthority for Sales and Use Tax, Fomm 17, T hereby cermify that purchases
of uilding materizls, and fxtures are exempt from Mebrazka salas tax

PUGhassr, of el SJent, of oier parson whi cOmpEEs Tis cartiicats for ary puchase which i oner Man far resals, lass, o ransl in he
rejular cowrse of he purchaser's bieliness, of Iz rol offerales esmpled from the sales and uss tax urder Meb. Raw, Stal. §577-2701 through 77-27,145,
shall In additian o any tax, nterest, of penally oinersiss mposed, be subject 1o a paralty of $100 o 1en tmes ihe tax, whchevar amaunt is lRiger, fr
sach Nnstance of pressntation and misuss. With ragard fo a bianket csrticals, this penalty shall apply fo aach purchaze made during the parkod the banket
cartificaks Is In affect. Under penalties of law, | declare that | am authorized to sign this cartiizats, and toe the bestof my krowledge ard balief, [Els comest
and complate.

sign

b
here P ame Shnatis Tie Tats
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Manufacturing Wells (continued)

Options 2 & 3

* Both Options owe sales or use tax on
MME (for example, well fixtures) and on
parts purchased and annexed to the
manufacturer’s real estate.

« Cannot accept a Form 13, Section B,
Category 5 from the manufacturer.

« Manufacturer can purchase MME sales tax
exempt directly from a 3" party vendor.



Recognize
What is Taxable &
Document

What is Exempt




Recognize & Document (continued)

Option 1
 City water department well Option applies
« Manufacturer - other well Option applies
* Residential well Option applies

Sales Tax Exempt

« Ag equipment for well (new only) Form 13, Section B
 Manufacturer - MME well Form 13, Section B

e U.S. Government well Form 17 and Form 13

Equipment rental is taxable to the contractor.

Well Drillers
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Recognize & Document (continued)

Options 2 & 3

* Ag equipment for well Option applies
» City water department well Option applies
« Manufacturer - MME well Option applies
« Manufacturer - Other well Option applies
* Residential well Option applies

Sales Tax Exempt
« U.S. Government well Form 17

Equipment rental is taxable to the contractor.

Well Drillers
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Overview of Use Tax

Well Drillers
2222222




Use Tax

» Use tax Is due when Nebraska sales tax has
not been paid on a taxable item or service
purchased for use in Nebraska.

e Sales and use tax are not both due on the
same transaction.

* The big difference is who remits the tax -

o Sales tax Is collected and remitted by
the seller.

o Use tax Is paid directly to the Department
by the purchaser/consumer.



Use Tax (continued)

Use Tax and Sales Tax Have These
Things in Common -

» They are imposed on the same transactions.
* They have the same exemptions.
* They are calculated at the same rate.

o Where delivery occurs or
o Where first usage in Nebraska takes place.

Well Drillers
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Use Tax (continued)

When Use Tax is Due

* Use tax Is often due when purchases are
made from an out-of-state seller

o Internet, catalog, mail order
o Magazines and journals by subscription

» Use tax Is due when the business
withdraws tax-free inventory for business
or personal use (including donations)

o Auto mechanic
o Halir salon

Note: Be sure to maintain good records!



Use Tax (continued)

Contractor Reminder

 Building materials do not include
tools, equipment, or services that do
not become annexed to real estate.

» Contractors must pay sales or use tax
on purchases of these items!



Graffiti Cleanup of Real Property

Taxable? It depends.

If the graffiti is on a building, the cleanup
IS taxable

* Residential building
« Commercial building

If the graffiti Is on a structure annexed to real
property (not a building), the cleanup Is
not taxable

* Fence
 \Water tower

Note: Building means any free-standing structure Wzlg?;'_'e;j
enclosed within a roof and exterior walls (Reg-1-017.02).
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Nebraska Department of

REVENUE

Margaret Akin
(308)633-2234
margaret.akin@nebraska.gov

Steve Drzaic
(402)595-2078
steve.drzaic@nebraska.qgov

Taxpayer assistance
800-742-7474

revenue.nebraska.gov

Thank you! e s
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